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§ 712.8 What transaction and com-
pensation limits might apply to in-
dividuals related to both an FCU
and a CUSO?

(a) Officials and Senior Management
Employees. The officials, senior man-
agement employees, and their imme-
diate family members of an FCU that
has outstanding loans or investments
in a CUSO must not receive any salary,
commission, investment income, or
other income or compensation from the
CUSO either directly or indirectly, or
from any person being served through
the CUSO. This provision does not pro-
hibit such FCU officials or senior man-
agement employees from assisting in
the operation of a CUSO, provided the
officials or senior management em-
ployees are not compensated by the
CUSO. Further, the CUSO may reim-
burse the FCU for the services provided
by such FCU officials and senior man-
agement employees only if the account
receivable of the FCU due from the
CUSO is paid in full at least every 120
days. For purposes of this paragraph
(a), ‘‘official’’ means affiliated credit
union directors or committee mem-
bers. For purposes of this paragraph
(a), ‘‘senior management employee’’
means affiliated credit union chief ex-
ecutive officer (typically this individ-
ual holds the title of President or
Treasurer/Manager), any assistant
chief executive officers (e.g. Assistant
President, Vice President, or Assistant
Treasurer/Manager) and the chief fi-
nancial officer (Comptroller). For pur-
poses of this paragraph (a), ‘‘immediate
family member’’ means a spouse or
other family members living in the
same household.

(b) Employees. The prohibition con-
tained in paragraph (a) of this section
also applies to FCU employees not oth-
erwise covered if the employees are di-
rectly involved in dealing with the
CUSO unless the FCU’s board of direc-
tors determines that the FCU employ-
ees’ positions do not present a conflict
of interest.

(c) Others. All transactions with busi-
ness associates or family members of
FCU officials, senior management em-
ployees, and their immediate family
members, not specifically prohibited
by paragraphs (a) and (b) of this sec-

tion must be conducted at arm’s length
and in the interest of the FCU.

§ 712.9 When must an FCU comply
with this part?

(a) Investments. An FCU’s invest-
ments in CUSOs in existence prior to
April 1, 1998, must conform with this
part not later than April 1, 2001, unless
the Board grants prior approval to con-
tinue such investment for a stated pe-
riod.

(b) Loans. An FCU’s loans to CUSOs
in existence prior to April 1, 1998, must
conform with this part not later than
April 1, 2001, unless:

(1) The Board grants prior approval
to continue the FCU’s loan for a stated
period; or

(2) Under the terms of its loan agree-
ment, the FCU cannot require acceler-
ated repayment without breaching the
agreement.

PART 721—FEDERAL CREDIT UNION
INSURANCE AND GROUP PUR-
CHASING ACTIVITIES

Sec.
721.1 Authority.
721.2 Reimbursement.

AUTHORITY: 12 U.S.C. 1757(16), 1766 and 1789.

§ 721.1 Authority.

A Federal credit union may make in-
surance and group purchasing plans in-
volving outside vendors available to
the membership (including endorse-
ment), and may perform administra-
tive functions on behalf of the vendors.

[47 FR 44243, Oct. 7, 1982]

§ 721.2 Reimbursement.

(a) For purposes of paragraph (b) of
this section, the following definitions
shall apply:

(1) Dollar amount shall mean $4 per
single payment policy, $6 per combina-
tion policy, or $4 per annum for any
other type of policy; and

(2) Cost amount shall mean the total
of the direct and indirect costs to the
Federal credit union of any administra-
tive functions performed on behalf of
the vendor. The Federal credit union
must be able to justify this amount
using standard accounting procedures.
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(b) A Federal credit union may be re-
imbursed or compensated by a vendor
for activities performed under § 721.1 as
follows:

(1) Except as otherwise provided by
applicable state insurance law, reim-
bursement or compensation is not lim-
ited with respect to insurance sales by
the credit union or its employees which
are directly related to an extension of
credit by the credit union or directly
related to the opening or maintenance
of a share, share draft or share certifi-
cate account at the credit union;

(2) For insurance sales other than
those described in paragraph (b)(1), a
Federal credit union may receive an
amount not exceeding the greater of
the dollar amount or the cost amount;

(3) For group purchasing plans other
than insurance, a Federal credit union
may receive an amount not exceeding
the cost amount.

(c) No director, committee member,
or senior management employee of a
Federal credit union or any immediate
family member of any such individual
may receive any compensation or bene-
fit, directly or indirectly, in conjunc-
tion with any activity under this part.
For purposes of this section, immediate
family member means a spouse or other
family member living in the same
household; and senior management em-
ployee means the credit union’s chief
executive officer (typically this indi-
vidual holds the title of President or
Treasurer/Manager), any assistant
chief executive officers (e.g., Assistant
President, Vice President or Assistant
Treasurer/Manager) and the chief fi-
nancial officer (Comptroller).

(d) The prohibition contained in
paragraph (c) of this section also ap-
plies to any employee not otherwise
covered if the employee is directly in-
volved in insurance or group purchas-
ing activities unless the board of direc-
tors determines that the employee’s in-
volvement does not present a conflict
of interest.

(e) All transactions with business as-
sociates or family members not specifi-
cally prohibited by paragraph (c) of
this section must be conducted at
arm’s length and in the interest of the
credit union.

[50 FR 16464, Apr. 26, 1985, as amended at 52
FR 43571, Nov. 13, 1987]

PART 722—APPRAISALS

Sec.
722.1 Authority, purpose, and scope.
722.2 Definitions.
722.3 Appraisals required; transactions re-

quiring a State certified or licensed ap-
praiser.

722.4 Minimum appraisal standards.
722.5 Appraiser independence.
722.6 Professional association membership;

competency.
722.7 Enforcement.

AUTHORITY: 12 U.S.C. 1766, 1789 and 3339.

SOURCE: 55 FR 30207, July 25, 1990, unless
otherwise noted.

§ 722.1 Authority, purpose, and scope.

(a) Authority. Part 722 is issued by the
National Credit Union Administration
(‘‘NCUA’’) under title XI of the Finan-
cial Institutions Reform, Recovery,
and Enforcement Act of 1989
(‘‘FIRREA’’) (Pub. L. 101–73, 103 Stat.
183, 1989) and 12 U.S.C. 1757 and 1766.

(b) Purpose and scope. (1) Title XI pro-
vides protection for federal financial
and public policy interests in real es-
tate-related transactions by requiring
real estate appraisals used in connec-
tion with federally related transactions
to be performed in writing, in accord-
ance with uniform standards, by ap-
praisers whose competency has been
demonstrated and whose professional
conduct will be subject to effective su-
pervision. This part implements the re-
quirements of title XI and applies to
all federally related transactions en-
tered into by the National Credit
Union Administration or by federally
insured credit unions (‘‘regulated insti-
tutions’’).

(2) This part: (i) Identifies which real
estate-related financial transactions
require the services of an appraiser;

(ii) Prescribes which categories of
federally related transactions shall be
appraised by a state-certified appraiser
and which by a state-licensed ap-
praiser; and

(iii) Prescribes minimum standards
for the performance of real estate ap-
praisals in connection with federally
related transactions under the jurisdic-
tion of the National Credit Union Ad-
ministration.

VerDate 03<MAR>99 09:27 Mar 15, 1999 Jkt 183038 PO 00000 Frm 00440 Fmt 8010 Sfmt 8010 Y:\SGML\183038T.XXX pfrm03 PsN: 183038T


